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DAIRY  ADJUSTMENT  PLAN  SUMMARY 

Amount  Involved. — 165  million  dollars,  with  possible  extension  to  300  million 

dollars,  contingent  upon  congressional  approval  of  pending  amendments. 
Duration  of  Plan. — One  year,  with  continuance  for  an  additional  year  at 

discretion  of  Secretary  of  Agriculture. 
Average  Reduction.— None  from  low  winter  months'  levels,  as  plan  involves 

checking  sales  at  or  near  that  volume;  10  percent  reduction  below  the  high 

average  volume  of  the  1932-33  base  period. 
Compensation  to  Farmers. — Benefit   payments   to   cooperating   farmers   who 

sign  contracts  to  reduce  sales  between  10  and  20  percent  below  their  1932-33 

average. 
Payments. — In  addition  to  higher  prices  caused  by  balanced  production,  and 

besides  savings  on  feeding  costs,  cooperating  farmers  would  be  paid  benefit 

payments  at  a  rate  of  about  40  cents  for  each  pound  of  butterfat  by  which  they 

reduce  their  sales  below  their  1932-33  sales  quota,  or  about  $1.50  on  each  100 

pounds  of  surplus  fluid  milk  which  they  reduce  below  their  1932-33  milk  sales 

quota,  within  the  prescribed  percentage  limits. 
Time  of  Payments. — First  payment  on  acceptance  of  contract,  second  after  6 

months. 
Eligibility  of  Producers. — Plan   open   to    all   dairymen.     Eligibility    to   be 

established  by  base  period  delivery  or  other  adequate  sales  records. 
Method  of  Production  Adjustment. — Left  to  choice  of  individual  farmers. 

Fund  of  $225,000  to  advise  producers  on  best-paying  methods. 
Local  Supervision. — County  production   control  associations  and  local  com" 

mittees. 
Processing  Tax. — To  start  when  program  goes  into  effect,  at  1  cent  per  pound 

on  butterfat  content,  and  to  be  gradually  advanced  to  5  cents  per  pound  as 

-supply  comes  under  control;  compensatory  tax  on  oleomargarine. 

Additional  Features 
(Relief  and  disease  funds  subject  to  increase,  contingent  on  congressional  mandate) 

Relief  Milk. — At  least  $5,000,000  to  aid  in  financing  distribution  of  surplus 
milk  to  underfed  children  in  cities. 

Farm  Family  Sustenance. — Allocation  of  $5,000,000  for  purchase  and  distri- 
bution of  healthy  cows  to  needy  farmers  lacking  milk  cows. 

Tuberculosis  Eradication. — A  fund  of  at  least  $5,000,000  to  speed  up  con- 
quest of  bovine  tuberculosis. 

Bang's  Disease  Control. — Possible  inclusion  of  provision  for  Federal  partici- 
pation in  testing  and  sanitary  control. 

The  Dairymen's  Problem 

Prices. — Index  for  dairy  farmers'  prices  for  1933  was  69,  compared  to  140  in  1928. 

Total  Cash  Income.— Declined  from  $1,847,000,000  in  1929  to  $985,000,000 
in  1932. 

Milk-Cow  Population. — Now  exceeds  26  million,  largest  on  record. 

Trend  in  Cow  Numbers. — Three  percent  higher  than  in  January  1933;  18 
percent  higher  than  in  1928. 

Milk  Production. — Increased  from  87  billion  pounds  in  1924,  to  nearly  102 
billion  pounds  in  1932 — 2  billion  pounds  increase  from  1930  to  1932.  Pro- 
duction per  capita  increased  from  768  pounds  in  1924  to  812  pounds  in  1932. 

Consumer  Expenditures. — Declined  nearly  5  percent  from  1932  to  1933. 

Situation  in  Recent  Months. — Production  down,  prices  up. 

Objective  of  Program. — To  avert  a  reverse  back  to  lower  prices,  to  improve 
the  buying  power  of  dairy  farmers,  to  eliminate  extreme  fluctuations  in  pro- 
duction and  prices,  and  to  establish  a  sound  basis  for  recovery  of  the  dairy 
industry. 


THE   ADJUSTMENT    PROGRAM   OFFERED   TO   THE    DAIRY 

INDUSTRY 

An  adjustment  program  to  increase  dairy  farmers'  income,  to 
hold  dairy  production  at  or  near  the  seasonally  low  levels  of  recent 
months  until  purchasing  power  in  cities  recovers  sufficiently  so  that 
consumers  can  buy  larger  quantities  of  milk  products  at  better  prices, 
and  to  provide  benefit  payments  to  farmers  who  agree  to  cooperate,  is 
being  submitted  to  the  dairy  industry  by  the  Agricultural  Adjustment 
Administration. 

Additional  features  of  the  plan  supplementing  its  production- 
control  provisions,  include  relief  distribution  of  surplus  milk  to  under- 
fed children  in  cities,  transfer  of  healthy  cows  from  surplus  dairy 
areas  to  needy  farm  families  which  have  no  cows,  and  provision  for 
eradication  of  bovine  tuberculosis  and  possibly  also  Bang's  disease. 

The  proposed  program  is  a  $165,000,000  plan,  so  devised  that  it 

can  be  extended  to  constitute  a  $300,000,000  undertaking,  if  Congress 

*        adopts  pending  legislation  to  aid  the  dairy  and  beef-cattle  industries. 

*  Regional  Discussions  Scheduled 

Fifteen  regional  meetings  were  scheduled,  for  the  presentation  of 
•»  the  plan  to  the  dairy  industry's  leaders,  advisers,  and  rank  and  file. 
The  dates  and  places  of  the  meetings  were  set  as  follows:  April  2  and  3, 
Philadelphia,  Indianapolis,  and  Kansas  City;  April  3  and  4,  Atlanta 
j  and  Denver;  April  4  and  5,  Boston,  Madison,  Wis.,  and  Des  Moines, 
Iowa;  April  6  and  7,  Syracuse,  N.Y.,  Memphis,  Tenn.,  Salt  Lake 
City,  Utah,  and  St.  Paul,  Minn.;  April  9  and  10,  Dallas,  Tex.,  and 
Portland,  Oreg.;  April  12  and  13,  Berkeley,  Calif. 

Adoption  of  the  plan  is  up  to  the  dairy  farmers,  Secretary  Wallace 
and  Mr.  Davis  asserted. 

In  addition  to  receiving  higher  prices  resulting  from  balanced 
production,  and  making  savings  on  feeding  costs,  cooperating  farmers 
would  be  paid  benefit  payments  at  a  rate  of  about  40  cents  for  each 
pound  of  butterfat  by  which  they  reduce  their  sales  below  their 
1932-33  sales  quota,  or  about  $1.50  on  each  100  pounds  of  surplus 
fluid  milk  which  they  reduce  below  their  1932-33  milk-sales  quota. 
The  reduction  called  for  would  range  between  10  percent  and  20 
percent  of  the  1932-33  sales  quota.  Dairymen  will  be  left  to  choose 
their  own  method  of  reducing  production,  by  adapting  their  feed 
practices,  reducing  the  number  of  cows,  or  otherwise.  A  fund  of 
$225,000  would  be  employed  in  assisting  them  to  choose  the  best 
paying  methods. 

The  program  would  be  financed  by  a  processing  tax,  the  tax  to 
start  a  1  cent  per  pound  on  butterfat  when  the  program  goes  into 
effect,  and  to  be  gradually  advanced  to  5  cents  per  pound  as  supply 
comes  under  control.  The  plan  calls  for  a  compensatory  tax  on 
oleomargarine. 

49124—34  1 


Z  ADJUSTING   THE   DAIRY   INDUSTRY 

A  growth  in  dairy-cow  population  to  record  numbers,  an  increase 
in  milk  production  of  two  billion  pounds  in  the  past  two  years,  a 
decline  in  consumers'  expenditures  for  dairy  products  and  a  50-per- 
cent slump  in  the  dairy-farmers'  cash  income  since  1929  are  among 
the  conditions  confronting  the  industry.  The  program  now  offered 
to  dairymen  utilizes  the  method  set  forth  in  the  Agricultural  Adjust- 
ment Act — that  of  establishing  and  maintaining  such  balance  between 
production  and  consumption  of  agricultural  commodities  as  will 
reestablish  farmers'  buying  power. 

This  production-control  program  would  be  the  seventh  put  into 
effect  under  the  Agricultural  Adjustment  Act,  and  would  cover  the 
only  basic  commodity  listed  in  the  Act  as  passed  which  has  not  been 
covered  already  by  such  a  program. 

Many  Suggestions  Analyzed 

In  offering  the  program  to  dairy  farmers,  Administrator  Davis 
explained  that  the  Adjustment  Administration  spent  many  weeks 
in  analyzing  literally  hundreds  of  suggestions,  and  sifted  out  the 
essentials  of  what  it  considers  the  best  proposals. 

Some  of  the  plans  proposed,  meritorious  in  themselves,  were  found 
to  lack  effectiveness  in  accomplishing  the  adjustment  in  production 
that  is  necessary  to  balance  supply  with  effective  demand.  Culling 
dairy  cows,  for  example,  was  one  of  the  measures  proposed;  but  it 
was  found  that,  normally,  from  4  to  4%  million  dairy  cows  are  culled 
from  herds  each  year,  without  any  adjustment  program,  and  that 
expenditures  for  culling  alone  would  likely  mean  merely  that  the 
Government  would  acquire  culls  which  ordinarily  would  be  taken  out 
of  the  herds  anyhow.  Therefore  the  Administration  plan  proposes  to 
transfer  healthy  cows  to  cowless  farms  where  their  milk  is  needed  for 
the  use  of  the  farm  families.  This  course  would  supplement  but  not 
duplicate  the  normal  culling  operations  of  farmers. 

Disease  eradication,  another  proposal,  with  undoubted  merit  as  a 
health  measure,  would  not  bring  about  enough  production  control  to 
make  it  effective  for  general  adjustment.  Furthermore,  in  seeking  a 
plan  based  upon  a  processing  tax,  the  Administration  desired  a  plan 
which  would  operate  for  the  benefit  of  dairy  farmers  everywhere, 
including  those  whose  herds  are  already  free  of  tuberculosis.  In  recog- 
nition of  the  value  of  disease  eradication,  the  plan  sets  aside  not  less 
than  $5,000,000  for  this  work. 

Consumer  Buying  Power  Low 

The  Administration  agrees  with  those  who  insist  dairy  industry 
revival  depends  on  revival  of  consumer  buying  power.  But  consumer 
buying  power  is  low,  and  while  it  remains  so  dairy  farmers  will  suffer 
from  low  prices  unless  they  can  control  their  production  to  attain  a 
better  balance  with  effective  demand,  Mr.  Davis  explained. 

The  program  will  be  discussed  with  dairy  farmers  in  a  series  of 
regional  meetings. 

"The  Agricultural  Adjustment  Administration",  said  Administra- 
tor Davis,  *  'never  has  imposed  any  program  upon  any  major  group 
of  agricultural  producers.  In  every  instance  we  have  had  the  support 
of  a  large  majority  of  the  producers  before  placing  a  program  in  effect. 
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"Our  procedure  will  be  the  same  with  the  dairy  program.  We  are 
offering  the  plan  to  producers,  frankly  recognizing  that  up  to  this 
time  their  opinion  has  not  crystallized  on  any  one  plan.  After  the 
regional  meetings  are  over  we  will  give  careful  attention  to  any 
meritorious  suggestions  for  modification,  and  we  will  work  with  the 
farmers  in  efforts  to  adopt  the  plan  to  regional  needs.  As  for  accept- 
ance, that  is  up  to  the  dairy  farmers." 

Special  Factors  Considered 

Special  factors  in  the  situation  confronting  the  industry  were  con- 
sidered in  shaping  the  program. 

1.  The  milk  cow  population,  now  exceeding  26  million  cows  and  heifers  of 
milking  age,  is  the  largest  on  record. 

2.  This  represents  a  gain  of  3.1  percent  in  production  units  over  January  1, 
1932,  and  an  18  percent  increase  over  the  same  date  in  1928. 

3.  Farm  milk  production  in  the  United  States  increased  from  87  billion  pounds 
in  1924  to  101  billion  pounds  a  year  in  1932.  The  increase  from  1930  to  1932 
exceeds  2  billion  pounds. 

4.  Consumer  expenditures  for  manufactured  dairv  products  declined  4.7  per- 
cent from  1932  to  1933. 

5.  The  price  index  for  the  dairy  farmer's  income  for  1933  was  69  compared  to 
140  in  1928.  This  decline  in  dairy  income  meant  severe  suffering  for  dairy 
farmers,  and  loss  of  buying  power  for  them. 

6.  With  the  large  number  of  cows,  the  dairy  industry  has  potential  producing 
power  so  great  that  without  production  control  any  temporary  price  rise  like 
that  of  the  present,  may  be  followed  by  such  expansion  of  output  as  to  wreck 
prices,  causing  farmers  new  and  more  serious  distress. 

Milk  production  reached  unprecedented  volume  in  the  summer  and 
fall  of  1933  and  with  the  decline  in  consumer  purchasing  power, 
prices  fell  disastrously.  Because  of  high  grain  prices  and  low  dairy 
prices,  production  has  declined  so  much  in  recent  months  that  now, 
by  checking  volume  approximately  at  present  levels,  and  avoiding 
the  flush  production  of  which  the  industry  is  capable,  a  balance  may 
be  restored. 

This  would  involve  reducing  production  below  the  high  levels  of 
1932  and  1933,  but  not  below  the  volume  of  recent  months.  It 
would  provide  flexibility  to  permit  future  expansion  of  dairy  sales  and 
production  in  step  with  future  gains  of  consumer  buying  power. 

"All  these  circumstances",  Secretary  Wallace  has  declared,  "con- 
vince us  of  the  urgency  for  a  fundamental  program  for  dairymen. 

"Without  production  control  to  support  them,  the  milk  agreements 
and  licenses  do  not  offer  much  hope  of  substantial  price  benefits  to 
fluid  milk  farmers.  They  are  of  use  in  maintaining  prices  at  eco- 
nomic levels,  and  can  be  of  greater  help  in  giving  the  fluid  milk 
farmers  an  honest  and  undiscriminatory  marketing  system.  But 
without  production  control  to  back  them  up,  these  marketing  agree- 
ments and  licenses  cannot  of  themselves  bring  high  prices  to  small 
groups  of  fluid  milk  producers  while  butterfat  prices  scrape  the  bot- 
tom due  to  excessive  supplies  in  the  dairy  industry  and  to  economic 
conditions  affecting  the  whole  country." 

Five  million  dollars  will  be  set  aside  for  purchase  of  surplus  milk  for 
relief  distribution  to  underfed  children  in  cities.  This  sum  will  sup- 
plement expenditures  from  the  Federal  Emergency  Relief  Adminis- 
tration fund.  It  is  estimated  that  more  than  100  million  pints  of 
surplus  milk  can  be  supplied  to  undernourished  children  in  this 
manner. 
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Another  opportunity  to  cut  into  surplus  milk  by  increasing  con- 
sumption exists  among  farmers  themselves.  According  to  the  1930 
Census,  there  are  nearly  one  and  one  half  million  farms  in  this  country 
on  which  live  more  than  seven  million  people  who  have  no  cows. 
Sixty  eight  percent  of  these  cowless  farms  are  in  the  South.  Adjusment 
Administration  officials  are  working  on  a  plan  of  selling  surplus, 
healthy  cows  of  fair  capacity,  on  easy  credit  terms  to  farmers  in  those 
areas  able  to  care  for  them  properly.  The  animals  would  be  sold 
on  conditions  prohibiting  their  commercial  use.  Their  purchase 
would  not  displace  any  normal  culling  operations  of  farmers. 

Investment  of  funds  in  increasing  consumption  among  under- 
nourished children,  and  in  protecting  public  health  through  bovine 
disease  eradication,  has  advantages  over  the  subsidizing  of  exports  of 
dairy  products  for  sale  at  gift  prices  abroad,  the  Administration 
believes. 

Fluid  Consumption  not  Reduced 

Fluid-milk  consumption,  instead  of  being  reduced  by  the  dairy 
adjustment  program,  may  actually  be  increased  through  it,  Adminis- 
tration officials  point  out.  Relief  distribution  of  milk  to  under- 
nourished children  in  cities  and  the  transfer  of  cows  from  surplus- 
producing  areas  to  needy  farm  families  will  substantially  increase 
consumption  of  fluid  milk  in  both  groups,  while  dairymen's  own 
families  undoubtedly  tend  to  use  more  milk  at  home. 

Furthermore,  any  contemplated  restriction  in  milk  supplies  will 
affect,  first  and  principally,  milk  going  into  the  so-called  " surplus " 
classifications,  and  used  in  manufactured  products  such  as  butter, 
cheese,  ice-cream  mix,  and  evaporated  milk.  The  term  "surplus 
is  based  upon  the  use  to  which  the  milk  is  put  and  applies  to  milk 
going  into  manufactured  products. 

Statistics  compiled  by  the  Administration  show  that  farmers  pro- 
ducing for  nearly  all  the  larger  cities  are  now  forced  to  sell  from  10 
to  40  percent  of  their  milk  as  surplus  in  classes  3  and  4,  usually  di- 
verted by  distributors  into  the  manufacture  of  butter,  cheese, 
evaporated  milk,  and  ice-cream  mix.  For  these  classes  the  farmers 
receive  much  lower  prices  than  those  received  for  class  1  milk,  sold 
for  consumption  in  fluid  form.     Class  2  milk  is  sold  as  cream. 

The  10-percent  reduction  from  the  1932-33  sales  quotas  provided 
for  in  the  adjustment  program  would  come  entirely  out  of  the  surplus 
milk  supplies,  and  without  exhausting  that  surplus. 

The  following  figures,  for  several  large  cities,  showT  the  proportion 
of  milk  furnished  by  producers  which  is  classed  as  excess  above 
fluid  milk  and  cream  requirements: 

Chicago,  III.,  February  1934- — Class  1  milk  sold  for  direct  use,  61  percent  of 
supply;  class  2  for  cream  sales,  17  percent  of  supply;  and  class  3  or  surplus,  22 
percent  of  total  supply. 

Washington,  D.C.,  average  for  1933. — Class  1  milk,  68.1  percent  of  total  supply; 
class  2  milk  for  cream,  18.5  percent  total  supply;  and  class  3  or  excess  for  manu- 
factured products,  13.4  percent  of  total  supply* 

Louisville,  Ky.  (latest  monthly  report),  by  Falls  Cities  Milk  Producers  Associa- 
tion.— Classes  1  and  2,  used  for  milk  and  cream,  5,000,000  pounds  per  month,  or 
79  percent  total  supply;  and  classes  3  and  4,  excess  for  ice  cream  and  butter,  21 
percent  of  total  supply. 

Pittsburgh,  Pa—  Present  estimate  by  E.  B.  Steele,  manager  of  Dairymen's 
Cooperative  Association,  86  percent  as  whole  milk  and  cream,  and  14  percent 
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surplus  for  manufactured  purposes.  Mr.  Steele  says  that  the  lines  are  drawn 
tight  to  exclude  as  much  milk  as  possible,  so  that  the  available  regional  supply- 
is  far  above  what  actual  market  receipts  and  surplus  show. 

Philadelphia,  Pa. — Present  estimate  by  the  Inter-State  Milk  Producers  Asso- 
ciation, 8  -percent  surplus  above  direct  consumption  in  the  area.  This  does  not 
include,  however,  the  milk  bought  at  present  from  nearly  4,000  farmers  in  that 
area  which  is  brought  in  for  manufacture  into  milk  chocolate. 

Indianapolis,  Ind. — Total  January  1934  supply,  11,311,000  pounds,  of  which 
60  percent  was  used  for  direct  consumption  and  40  percent  excess  was  diverted 
to  manufactured  purposes  over  and  above  local  requirements.  Surplus  above 
sales  for  direct  use  has  steadily  increased,  owing  to  increased  production,  decreased 
consumption,  and  the  ability  of  producers  in  the  manufactured  zones  to  shift 
to  the  cit}'  market  because  of  lack  of  inspection  regulations  there. 

Davenport,  Iowa,  February  1934- — Class  1,  70  percent  of  total  supply;  class  2 
milk,  1  percent;  and  excess  in  class  3  milk,  29  percent  of  the  total  supply  of  manu- 
factured milk. 

St.  Louis,  Mo.- — The  nonfarm  consuming  population  is  1,312,000,  and  accord- 
ing to  estimates  by  both  producers'  associations  and  distributors  the  city  receives 
about  43,000,000  gallons  of  milk  annually  delivered  as  whole  milk  from  producers. 
About  one  half  of  this  amount  is  absorbed  in  direct  consumption  as  milk  and 
cream  and  the  other  half  goes  into  manufactured  channels  as  excess  above  local 
requirements. 

New  York  City,  Reports  from  Dairymen's  League  Cooperative  Association  only, 
January  1933. — Class  1  milk,  54  percent;  class  2  milk,  25  percent;  and  classes  3 
and  4  for  manufactured  purposes,  21  percent  of  supply.  February  1934. — Class  1 
milk,  52  percent;  class  2  milk,  30  percent;  and  excess  classes  3  and  4  milk,  18 
percent  of  total  supply,  for  manufactured  purposes. 

Records  compiled  from  the  reports  of  the  Maryland-Virginia  Milk  Producers 
Association  on  the  Washington,  D.C.,  market  show  that  in  1933  the  total  avail- 
able supply  produced  for  the  market  and  delivered  was  22,522,399  gallons.  About 
13.5  percent,  or  12,116,480  quarts  of  this  amount  was  excess  above  total  annual 
requirements  for  1933.  Reduced  to  average  daily  oversupply,  there  was  about 
33,000  quarts  of  milk  available  daily  above  what  consumers  bought  in  fluid  form. 

In  noting  these  figures  the  Administration  points  out,  it  must  be 
remembered  that  the  reports  made  by  the  various  cooperative  pro- 
ducers' associations  on  each  market  do  not  include  all  of  the  milk 
which  comes  to  those  same  markets.  The  associations  of  p  inducers 
do  not  control  all  of  the  supply  used  by  all  dealers,  and  the  producer- 
distributors  are  not  included  in  most  of  the  estimates.  Milk  produced 
and  sold  by  farmers  themselves  has  increased  in  volume  in  the  past 
two  years,  thus  adding  to  the  surplus  on  these  markets.  This  milk  is 
not  recorded  in  the  available  records. 

Administrative  Problems 

Among  the  problems  presented  by  the  program  are  its  administra- 
tive complexities,  due  to  the  nature  of  the  industry  and  the  large 
number  of  farmers  engaged,  the  difficulty  of  checking  sales,  and  the 
work  of  establishing  sales  quotas. 


A  PROGRAM  FOR  DAIRY  FARMERS 

(Address  by  Chester  C.  Davis,  Administrator  of  the  Agricultural  Adjust- 
ment Act,  over  an  N.B.C.  radio  network,  7  p.m.,  Mar.  21,  1934) 

The  Agricultural  Adjustment  Administration  today  is  submitting 
to  the  dairy  farmers  of  America  an  adjustment  program  for  the  daily 
industry.  The  program  is  in  the  nature  of  an  offer  which,  should  it  be 
accepted,  would  be  the  seventh  made  under  the  Agricultural  Adjust- 
ment Act.  Dairy  products  are  the  only  basic  commodity  listed  in 
the  Act  as  passed  which  have  not  been  covered  by  an  adjustment 
program  already  under  way. 

Before  describing  the  details  of  this  program,  I  wish  to  tell  you  the 
story  of  milk  as  I  know  it  and  to  sketch  the  conditions  in  the  industry 
which  caused  this  program  to  be  devised.  For  years  the  dairy 
industry  enjoyed  comparative  prosperity  in  this  country.  Under  the 
impetus  of  fair  prices,  aided  by  tariff  protection,  and  helped  by  grow- 
ing purchasing  power  of  consumers  in  the  cities,  production  of  dairy 
products  grew  steadily.  The  annual  production  of  milk  increased 
from  87  billion  pounds  in  1924  to  nearly  102  billion  pounds  in  1932. 
The  increase  from  1930  to  1932  alone  was  2  billion  pounds. 

With  a  growing  understanding  of  the  great  nutritive  values  of 
dairy  products  and  an  increasing  ability  to  buy,  the  American  con- 
sumer used  greater  and  greater  quantities.  Production  of  milk  per 
capita  increased  irom  768  pounds  in  1924  to  812  pounds  in  1932. 

When  the  depression  came,  the  purchasing  power  of  the  American 
consumer  declined  drastically.  But  the  cow  population  did  not 
decline.  It  has  gone  on  increasing  in  accordance  with  a  12-year 
cycle  until  it  has  now  reached  a  total  of  more  than  26  millions  cows, 
the  highest  on  record. 

Under  the  double  influence  of  the  collapse  of  consumer  purchasing 
power  and  the  growth  in  milk  production,  the  dairy  industry  in  the 
last  2  years  has  undergone  the  severest  kind  of  punishment. 

Prices  of  dairy  products  have  fallen  until  the  index  of  dairy  prices 
for  1933  was  69  compared  to  140  in  1928.  The  total  cash  income  of 
dairy  producers  declined  from  1,847  million  dollars  in  1929  to  985 
million  dollars  in  1932,  or  almost  half. 

Now,  I  hope  that  you  will  appreciate  the  magnitude  of  such  a 
calamity,  not  only  to  the  men  who  milk  the  cows  but  to  the  whole 
country. 

Dairy  Industry's  Importance 

The  dairy  industry  is  the  largest  of  all  segments  of  American  agri- 
culture. More  than  one  fourth  of  the  entire  gross  farm  income  in  the 
United  States  is  attributed  to  dairy  cows,  including  milk  production 
and  the  value  of  dairy  animals  used  for  beef.  Purchasing  power  of 
the  dairy  farmers  is  of  the  utmost  importance  to  cities  and  indus- 
tries engaged  in  production  of  things  that  farmers  buy.  From  the 
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standpoint  of  public  policy,  few  farm  recovery  measures  could  be  of 
greater  siguificance  than  the  successful  employment  of  a  sound 
program  for  the  benefit  of  the  dairy  industry. 

That,  briefly,  is  the  story  of  milk,  of  the  conditions  faced  by  the 
dairy  industry  and  of  the  urgent  need  for  improvement.  Until  the 
last  3  months  when  an  alarm  of  milk  farmers  was  allayed  somewhat  by 
a  sharp  but  seasonal  reduction  in  supply  and  consequent  price  recov- 
ery, which  was  helped  by  Government  buying  of  butter,  I  doubt 
whether  any  major  farming  group  has  been  more  prolific  than  the 
dairy  industry  in  ideas  for  a  planned  recovery.  Lately  hundreds  of 
suggestions  have  been  made  to  the  Agricultural  Adjustment  Adminis- 
tration. From  the  standpoint  of  the  dairy  industry,  the  problem  is 
unprecedented.  While  producers  of  wheat,  cotton,  tobacco,  and  pork 
have  struggled  with  the  problem  of  the  surplus  since  the  World  War 
and  are  familiar  with  it,  the  dairy  industiy  has  been  at  liberty,  until 
the  last  2  years,  to  think  entirely  in  terms  of  expanding  domestic 
markets  and  of  more  bountiful  and  cheaper  methods  of  production. 

During  the  past  several  months  the  Adjustment  Administration  has 
canvassed  the  suggestions  submitted  by  the  dairy  industry.  These 
have  been  analyzed  by  the  score.  They  have  been  sifted  carefully 
and  the  best  elements  of  the  numerous  proposals  have  been  selected, 
studied,  and  developed. 

The  underlying  fact  to  be  faced  now  is  that  when  consumer  purchas- 
ing power  is  down  and  production  is  at  or  near  the  peak,  prices  cannot 
be  maintained  at  levels  which  are  fair  to  dairymen. 

Method  Pointed  by  Adjustment  Act 

The  method  of  improvement  afforded  by  the  Agricultural  Adjust- 
ment Act  is  clear.  The  policy  defined  in  the  Act  is  to  establish  and 
maintain  such  a  balance  between  production  and  consumption  as  will 
reestablish  farm  buying  power.  The  volume  of  consumption  is 
dependent  upon  factors  which  are  beyond  our  control,  such  as  factory 
payrolls  and  employment  in  the  cities.  Therefore,  pending  improve- 
ment in  these  factors,  it  seems  evident  that  farmers  must  place  some 
check  upon  production  if  they  are  to  restore  a  balance  of  supply  with 
effective  demand. 

Now  let  me  make  one  point  clear.  We  are  not  suggesting  that 
dairymen  curtail  production  of  milk  because  we  like  the  idea.  We 
would  like  to  see  this  nation  consume  much  more  milk  and  butter  than 
it  is  now  consuming  and  at  a  fair  price  to  the  farmer.  We  have  studied 
every  alternative  plan  that  has  been  proposed. 

One  popular  suggestion  coming  from  outside  the  Administration 
is  that  restriction  be  confined  to  the  culling  of  low-producer  cows. 
But  we  find  on  analysis  that  normally  4  to  4}£  million  cows  are  culled 
from  herds  in  a  year  by  the  farmers.  To  rely  entirely  on  a  culling 
campaign  might  mean  merely  Government  buying  of  cows  which 
otherwise  would  be  eliminated  by  the  farmers  themselves  with  no 
real  effect  on  production.  In  fact,  to  secure  any  effective  degree 
of  production  control  by  this  method  might  require  acquisition 
of  perhaps  2,000,000  cows  in  addition  to  normal  culling.  The 
problem  of  Government  disposal  of  the  large  number  of  carcasses 
without  complete  ruin  to  the  beef  market  would  be  involved. 
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Another  proposal  has  been  that  efforts  be  confined  to  eradication 
of  tubercular  cows.  Our  studies  show  that  while  this  would  be  of 
great  importance  as  a  public-health  measure,  it  would  not  be  a 
sufficient  means  of  production  control,  as  it  also  would  replace 
normal  culling  to  a  considerable  extent,  and  would  help  butter  and 
milk  prices  but  little. 

Planned  For  All  Dairy  Farmers 

With  a  processing  tax  plan,  the  Administration  prefers  to  place  its 
greatest  emphasis  upon  methods  for  the  benefit  of  dairy  farmers 
everywhere,  including  those  whose  herds  already  have  been  freed  of 
disease.  Our  plan,  we  feel,  should  have  the  most  wide-spread  appli- 
cation as  to  the  farmers  themselves,  and  should  not  confine  its  aid 
to  producers  in  those  particular  localities  having  diseased  herds. 

I  have  outlined  the  dairy  problem,  some  of  the  suggestions  made 
to  us  for  solution,  and  the  reasons  we  thought  these  alone  insufficient. 
Bear  in  mind  the  underlying  fact  that  the  cow  population  is  higher 
than  ever,  and  still  growing.  All  the  26  million  producing  units 
are  on  the  farms.  The  flush  season  of  production  is  ahead,  and  with 
spring  comes  the  possibility  that  good  pastures  will  increase  the 
dairy  output.  So  we  have  to  face  the  prospect  of  a  flood  of  milk 
which  might  beat  down  dairy  prices. 

The  program  we  are  now  submitting  to  the  dairy  farmers  for  their 
consideration  is  designed  to  hold  dairy  production  at  or  near  the 
seasonally  low  levels  of  recent  months.  The  plan  provides  benefit 
payments  to  farmers  who  agree  to  cooperate.  It  would  set  aside  at 
least  5  million  dollars  to  finance  relief  distribution  of  surplus  milk  to 
undernourished-  children  in  cities.  Five  million  dollars  more  would 
be  allocated  to  finance  transfer  of  healthy  cows  from  surplus  dairy 
areas  to  needy  farm  families  which  have  no  cows.  These  cows  could 
not  be  used  for  commercial  milk  production. 

A  fund  of  at  least  5  million  dollars  more  would  be  established  to 
finance  a  speeding  up  of  bovine  tuberculosis  eradication.  This  would 
launch  what  we  hope  would  be  the  beginning  of  a  final  drive  to  com- 
plete the  elimination  of  that  disease. 

These  additional  supplementary  features,  combining  the  best  ele- 
ments of  suggestions  which  are  outside  of  strict  production  adjust- 
ment measures,  can  be  extended  if  Congress  provides  funds  proposed 
in  legislation  now  pending. 

Based  on  Individual  Contracts 

The  main  dairy  production  adjustment  program  would  be  based 
on  contracts  between  individual  producers  and  Department  of  Agri- 
culture. Farmers  who  sign  contracts  would  be  encouraged  to  reduce 
production  and  would  be  assisted  by  the  Department  in  making  their 
own  choice  for  the  best  paying  methods,  but  they  will  be  eligible  for 
benefit  payments  if  they  agree  to  restrict  sales.  This  curb  would  be 
utilized  pending  an  increase  in  consumer  purchasing  power.  The 
effect  of  the  proposed  restriction  would  be  to  put  a  checkrein  on 
production  at  or  about  the  level  of  the  past  three  months'  production. 
But  this  would  be  a  reduction  below  the  high  average  sales  volume  of 
1932-33  base  period. 
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In  addition  to  higher  prices  resulting  from  balanced  production, 
and  besides  saving  on  feeding  costs,  cooperating  farmers  would  be 
paid  benefit  payments.  These  benefits  would  be  at  the  rate  of  about 
40  cents  for  each  pound  of  butterfat  which  they  reduce  below  their 
1932-33  sales  quota.  Or  they  would  be  about  $1.50  on  each  100 
pounds  of  surplus  fluid  milk  which  they  reduce  below  their  1932-33 
milk  sales  quota,  within  the  prescribed  percentage  limits.  For  indi- 
vidual farmers,  these  limits  would  be  10  to  20  percent,  with  a  10 
percent  average  reduction  below  the  1932-33  volume  as  the  general 
objective  for  the  industry. 

Schedule  of  Payments 

The  first  benefit  payment  would  be  made  on  the  acceptance  of  the 
contract,  with  a  second  payment  after  6  months.  The  processing 
tax  would  start  when  the  program  goes  into  effect,  at  1  cent  per  pound 
on  butterfat  content,  and  under  the  plan  proposed  would  be  gradually 
advanced  to  5  cents  per  pound  as  supply  comes  under  control.  The 
plan  calls  for  a  compensatory  tax  on  oleomargarine. 

There  is  time  only  to  touch  upon  the  relationship  between  the 
production-control  program  and  the  fluid-milk  marketing  agreements 
which  we  have  endeavored  to  work  out  for  farmers  producing  milk 
for  the  big  consuming  centers.  Man}'  of  you  already  know  much 
about  our  difficulties  with  these  licenses  and  agreements,  which  have 
taken  more  of  our  time  and  serious  effort  than  any  other  single  oper- 
ation. 

We  have  found  after  much  experiment  that  these  licenses  and  agree- 
ments are  of  help  in  maintaining  stable  prices  to  farmers,  and  also 
in  ehminating  certain  abuses  and  overcharges  against  them.  But 
we  have  also  discovered  limitations  upon  the  possibilities  of  accom- 
plishment under  fluid-milk  licenses. 

These  hmitations  are  greatly  emphasized  when  the  supply  of  milk 
is  uncontrolled.  Try  as  we  might,  the  Adjustment  Administration 
simply  could  not  lift  the  price  of  fluid  milk  to  fixed  high  levels,  when 
all  around  the  country  a  flood  of  milk  was  available  at  prices  nearly 
as  cheap  as  water.  Facilities  for  quick  and  refrigerated  transporta- 
tion, and  the  ease  of  conversion  into  canned  milk  are  among  factors 
which  help  to  make  such  unrelated  prices  pegging  impossible.  The 
fluid  milk  price  must  bear  some  sound  relationship  with  the  butterfat 
price.  Therefore  to  the  fluid  milk  producers  we  wish  to  say  that  our 
efforts  to  help  them  get  higher  returns  will  be  greatlv  strengthened 
if  we  can  support  schedules  of  farm  prices  in  marketing  agreements 
and  licenses  by  control  of  supply. 

The  plan  is  estimated  to  be  a  165  million  dollar  program  with  a 
possible  extension  to  over  300  million  dollars,  contingent  upon  con- 
gressional approval  of  the  pending  legislation  to  aid  the  beef  and  dairy 
industries. 

Can  Be  Continued 

Intended  for  one  year,  the  program  can  be  continued  for  an  addi- 
tional year  at  the  discretion  of  the  Secretary  of  Agriculture.  The 
plan  is  open  to  all  dairymen,  with  eligibility  to  be  established  by  base- 
period  delivery  records  or  other  adequate  sales  figures.  Supervision 
will  be  by  county  production-control  associations  and  local  committees. 
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The  plan  is  to  have  sufficient  flexibility  to  permit  future  expansion 
of  production  in  step  with  any  substantial  recovery  that  may  later 
develop  in  consumer  buying  power. 

There,  in  a  few  words,  you  have  the  plan.  You  know  its  objective. 
That  is  to  avert  a  reverse  back  to  lower  prices,  to  improve  the  buying 
power  of  dairy  farmers,  to  eliminate  extreme  fluctuations  in  production 
and  prices,  and  to  establish  a  sound  basis  for  recovery  of  the  dairy 
industry. 

We  are  going  to  take  the  program  to  the  dairy  farmers  in  a  series 
of  major  regional  meetings.  We  want  the  frankest  kind  of  criticism 
and  suggestions  for  revision.  We  are  conscious  that  the  dairy 
industry  up  to  the  present  has  been  far  from  agreement  upon  any 
one  plan.  It  is  not  our  policy  to  impose  any  program  upon  any 
major  group  of  producers,  nor  have  we  placed  any  of  our  major 
adjustment  plans  in  effect  without  support  of  a  majority  of  the 
farmers. 

We  know  that  if  no  action  is  taken,  ultimately  some  kind  of  a  bal- 
ance, at  some  price  levels,  will  be  restored  under  the  impact  of  cold 
economic  forces.  But  we  do  not  wish  to  see  the  dairy  industry  take 
this  punishment  if  it  can  be  avoided.  Therefore,  we  submit  our  pro- 
gram. We  invite  discussion.  We  want  to  do  what  the  dairy  farmers 
of  America  want  us  to  do.     Adoption  of  the  plan  is  up  to  them. 
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